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MEMORANDUM

To: Members
Joint Committee on Finance

From: Senator Howard Marklein
Representative Mark Born

Dafte: December 13, 2022

Re: 5-Day Passive Review Approval — DOA Unsupported Overdrafts
Pursuant fo s. 16.513(3), Stats., attached is a 5-day passive review request from
fhe Department of Administration. This request was originally received by the
Committee on December 23, 2021, and objected to on January 13, 2022. That
objection has been lifted and the request is now under a 5 day passive review.
Please review the material and notify Senator Marklein or Representative Born
no later than Monday, December 19, 2022, if you have any concerns about the
request or if you would like the Committee to meet formally to consider it.

Also, please contact us if you need further information.

Attachments
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STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION

ADMINISTRATION Tony Evers, Governor

W lpel Brennan, Secretaty

Date: December 22, 2021

To: The Honorable Howard Marklein, Co-Chair DEC 2 3 2071

Joint Committee on Finance _K"{‘ /:} Honil

The Honorable Mark Born, Co-Chair
Joint Committee on Finance

From: Joel T. Brennan, Secratary".
Department of Administratiff

Subject: Section 16.513(3) Request

Enclosed are spending plans from the Department of Agriculture, Trade and Consumer
Protection: Department of Corrections; Department of Health Services; Department of
Justice; and Department of Administration to address unsupported overdrafts for fiscal
year 2020-21. The plans have been approved by this departinent under the authority
granted in 8. 16.513(3), Wisconsin Statutes. The explanations for the requests are
included in the attached materials.

As provided in s. 16.513(3), the request(s} will be approved on January 14, 2022,
unless we are notified prior to that time that the Joint Committee on Finance wishes to
meet in formal session about any of the requests.

Please contact Kirsten Grinde at kirsten.grinds@wisconsin.goy in the Division of
Executive Budget and Finance, if you have any additional questions,

Attachments

cci Bob Lang, Legislative Fiscal Bureau

" Office of the Secretary, PO Box 7864, Madison, Wi 53707-7864
phone: (608} 266-1741 | DOAWLGOV
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ADMINISTRATION

Date: December 22, 2021
To: Joel Brennan
Secretary

From: Brian Pahnke ¥

Subject: Fiscal Year 2020-21 Program Revenue Overdraft Review

Pursuant to s, 16.513(3), the department is required to review agency plans to address
any unsupported overdrafts in program or segregated revenue appropriations, which are
defined as appropriations where there are insufficient moneys, assets or accounts
receivable to cover expenditures at the end of each fiscal year, The. department then _
subnité its recommendation to approve, disapprove or approve with modification the
agency's plan to the Joint Comimittee on Finance, At the February 15, 2012, s, 13.10
meeting, the committee approved a motion to direct the department to submit these
overdraft plana for fiscal year 2011-12 and beyond within six months of the close of the

fiscal year.

Since this requirement was enacted, the Department of Administration has conducted an
examination of the program revenue and corresponding segregated revenue
appropriations that had overdrafts at the end of each fiscal year. This examination is
performed after the end of the fiscal year in order to comply with the requirements of

s. 20.903(2), Wis. Stats,, which states that liabilities may be created in program revenue
and corresponding segregated revenue appropriations at the end of the current fiscal year
not exceeding unexpended monies plus accrued accounts receivable, inventory and work
in process, Certain appropriations are also authorized by statute to use the net book
value of equipment and buildings (capital assets) as coverage for the overdraft. After a
determination has been made that an appropriation does not have assets, receivables,
inventory or, in some instances, buildings and equipment to cover the overdraft, agencies
are then required by s. 16.513, Wis, Stats,, o submit a plan to the department detailing
how these overdrafts will be resolved.

In some cases, the deficits are long-standing and will require multiple years and statutory
changes, such as revenue adjustments, reallocation of costs or reductions in program
requirements, to reduce or eliminate the deficit. And at times, Governors have included
plans to address the overdrafts as part of the biennial budget bills, only some of which
have been accepted by the Legislature.

Division of Executlve Budget and Finance, Post Office Box 7864, Madison, W1 53707-7864
Voice: {608} 266-1736 | Fax: {608} 267-0372 | TTV: {608) 267-9629 | DOAWLGOV
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The unsupported overdraft appropriations in fiscal year 2020-21 total $117,558,604. The
following agencies have unsupported overdrafts in the following appropriations:

I epdartrient of A feulture, Trade and Consumer Protection

Appropriation 12200 [s. 20.115(1){h)}; Grain Inspection and Certification, in the:amount
of $381,855. The total cash overdraft is $425,513, and there are accounts recejvable of
$43,658 as coverage. The fiscal year 2020-21 unsupported overdraft decreased by

$182,521 from the unsupported overdraft of $564,376 reported in fiscal year 2019-20.

The department has submitted a plan to continue to lapse any remaining GPR balances
at year-end to cover the deficit in this appropriation, as required by 2005 Wisconsin

Act 25. In fiscal year 2020-21, the department transferred $631,628 GPR from its general
operations appropriations to address the deficit,

The 2015-17 Biennial Budget, 2015 Wisconsin Act 55, deleted 4.0 FTE positions as well
as $195,600 in associated expenditure authority from this appropriation. in addition, the
2013-15 Biennial Budget, 2013 Wisconsin Act 20, required the department to transfer an
amount equal to the averdraft amount as of June 30, 20138, from unencumbered balances
in program revenue appropriations, the agricultural chemical management segregated
fund or the agricultural chemical cleanup program segregated fund. Going forward, the
department will continue to lapse any remaining GPR balances to reduce the deficit.

RECOMMENDATION: Approve the plan.

Appropriation 23400 [s. 20.1 15(2){j}], Dog Licenses, Rahies Control and Related Services,
in the amount of $412,960. The fiscal year 2020-21 unsupported overdraft increased by
$163,310 from the unsupported overdraft of $249 650 in fiscal year 2019-20.

The 2021-23 Bicunial Budget, 2021 Wisconsin Act 58, required the department to
transfer $450,000 in fiscal year 2021-22 to the appropriation to offset the unsupported
overdraft.

In addition, the department convened & work group to review the programamatic
requirements of the dog licensing, rabies control and related services program. The
purpose of the work group was to make recommendations to the department related to
the expenditures and revenues in the program that would resolve the unsupported
overdraft, Based on the recommendations of the work group, the department has
initiated the rule-making process to address the ongoing imbalance between the
appropriation's revenues and expenditures.

RECOMMENDATION: Approve the plan.,
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Department of Corrgctions

Appropriation 32300, which is part of 8. 20.410(3){hn), Juvenile Correctional Services, in
the amount of $15,849,698. The net cash averdraft is $18,329,113, and there are
accounts receivable of $2,479,415 that offset a portion of the overdraft, The fiscal

year 2020-21 unsupported overdraft increased by $6,795,354 from the unsupported
overdraft of $9,054,344 in fiscal year 2019-20.

The overdraft in this appropriation is the result of a declining juvenile population as well
as unanticipated expenditures to fund contracted health staff to handle medication
administration. In the 2021-23 Biennial Budget, 2021 Wisconsin Act 58, the department
included a $6 add-on to the daily rate to reduce the projected deficit. An add-on to the
daily rate will continue until the deficit is retired. However, the continued implementation
of 7017 Wisconsin Act 185 could decrease the juvenile papulation, which could delay the
retirement of the deficit. If the juvenile population remains stable, the department will
utilize any potential surplus in any given fiscal year to help retire the overall overdraft.

RECOMMENDATION: Approve the plan.

ot

Appropriation 22500 {s. 20.435(2)!g)], Alternative Services of Institutes and Centers, in
the amount of $10,770,130, The net cash overdraft is $13,617,982, and there are
accounts receivable of $2,543,314 and capital assets of $304,538 that offset a portion of
the overdraft. The fiscal year 2020-21 unsupported overdraft decreased by $16,528 from
the unsupported overdraft of $10,786,658 in fiscal year 2019-20.

The overdraft in this appropriation relates to the operations of the Northern Wisconsin
Center. Since fiscal year 2004-05, the department has only operated an Intensive
Treatment Program at the center for individuals with intellectual disabilities who live in
the community. Under this program, counties and Family Care managed care
organizations fund a pertion of the costs (billed at:an interim per diem rate} and the
center receives Medicaid reinibursement for the refmiaining portion of eligible costs.
Because cost settlements take several months to finalize, the department records a
receivable in anticipation of relmbursement for the days of care billed.

The department has indicated the ongoing unsupported overdraft for the Northetn
Wisconsin Center is the result of several major factors, including the difference between
the intérim intensive treatment program daily rate and the actual cost per bed day at the
center, declines in census that result in higher bed tax assessments than Medicaid
reimbursement, and past accounting treatroents of cerfain center costs and revenues.
One interim daily rate, based on average casts, is applied to all of the department's state
centers, but Northern Wisconsin Center's actual costs are gignificantly above the average
costs due to its comparatively small size. As a result, Northern Wisconsin Center will
-always receive:a cost settlemnent payment from Medicaid, becaise the final costs will he
highér than reviehues féceived through the interim rate. Itis estimatéd that the center's
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cost settlement will average approximately $4 million per year due to the rate averaging.
The settlement stnount varies from year to year, causing the year-end deficit to vary. In
addition, the center receives a Medicaid access incentive payment for each occupied bed,
but pays the bed tax for all licensed beds, occupied or vacant. Due to Northern
Wisconain Center's vacancy rate, it does not receive sufficient access payments to cover
the bed tax assecssment,

The Medicaid practice of reimbursing centers for capital assets based on multiyear
depreciation §chedules has also contributed to the deficit. Genters incur the cost for
vehicles. or equipriient but must run a cagh deficit until the depreciation schedule is
complete,

The department hids submitted aplan that includes a 2017 Wisconsin Act 59 provision
that allows the department to retain $1 million per year in GPR-Earnéd revenues to apply
against the deficit.

RECOMMENDATION: Approve the plan.

Appropriation 26700 [s. 20.435(2)(laq}, Interagency and Intra-Agency Programs, in the
amouhnt of $6,691,150. The net cagh overdraft is $5,201,524, and there are accounts
receivable of -$1,489,626 that increase the overdraft. The fiscal year 2020-21
unsupported overdraft decreased by $'7,706 from the unsupported overdraft of
$6,698,856 in fiscal year 2019-20. The department indicated that the unsupported
overdraft is the result of the costs of utilities and maintenance of commmon areas and
vacant buildings at the Northern Wisconsin Center. The department has the
responsibility for:all campus power plant, maintenance, groundsieeping and snowplowing
operations without base funding for the costs. Foity-six percent of the building square

footage at the Northern Wiscongin Center is vacant, and not reimbuirsable by Medicaid,.

The departmetit has submitted a plan. that indicates the department will continue to )
employ strategies identified in previous plans to addregs the deficit. The department will
continue to seek approval from the Governor and the Joint Committee on Finance to use
reverie from the ficture sale of surplus land on the Northern Wisconsin Center campus,
valued at §3 million, to reduce the shortfall. In addition, the department will consider
how the remainder of the deficit could be resolved in future biennial budgets. Further,
‘beginning in fiscal year 2010-11, the department hegan allocating all utility and common
area maintenance and grounds costs to thé agendies that ocoupy campus facilities,
including the Departments of Corrections, Military Afféirs and Veteratis Affairs.
Previously, only the incremental costs were paid by the other agencies.

The department's plan further indicated that it supperted the Department of
Administration assuming respongibility for power plant;utility, mainteriance and
groundskeeping operations and billings on the campus to assist with streartilining
sperations and implementing a-uniform allocation methodology.

RECOMMENDATION: Approve the plan,
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Department of Justice

Apiprepriation 23000 [s. 20.455(2)(i)], Penaity Surcharge, Regeipts, in the amount of
$23,015,514. This is an increase of $5,450,409 from the fiscal year 2019-20 closing
deficit balance of $17,565,105,

The Department of Justice notes that revenues from the penalty surcharge are
appropriated in six state agencies across 15 appropriations. Beginning under

2015 Wisconsin Act 85, in order to reduce the deficits of both the justice information fee
in the Department of Administration and the penalty surcharge receipts appropriations,
the penalty surcharge receipts have been utilized to fund the court interpreters
appropriation under s. 20.625(1)(k) in the amount of $232,700, while the funding for the
Grimie laboratory equipment and supplies appropriation undet s, 20.455{2){jbj is now"
funded By the PNA surcharge, rather thati penalty surcharge, in the amount of $558,100
annually, This is expected to reduce obligations to the fund by $325,400 annually.
However, the department indicates that without significant changes in elther appropriated
amounts or increased surcharges, the deficit is expected to continue, The department
plans to continue to advocate for approaches to reduce demand on this appropriation,

RECOMMENDATION: Approve the plan and continue to review the allocation of penalty
surcharge receipts to determine the most appropriate use of the funds and reduce the
deficit.

Appropriation 28100 {s. 20.455(2)(kv}], Grants-for Bubstarice Abuse Treatment Progtams.
for Criminal Offenders, in the amount of $1,572,121, This is a decrease of $41,540 from.
the fiscal year 2019-20 deficit balance of $1,618,661. The appropriation was originally
created under the Department of Administration in the 2005-07 Biennial Budget and was
transferred-to the Department of Justice under 2013 Wisconsin Act 20, It provides grants
to counties for substance abuse treatment programs. Revenues are collected from fines
on those convicted of manufacturing or distributing a controlled substance,

For fiscal years 2007-08, 2008-09 and 2009-10, the only revenues for this appropriation.
consisted of drug offender surcharges. Beginning in fiscal year 2007-08, the first
$850,000 of revenues collected for the drug abuse surcharges were to be deposited to a
Department of Health Services appropriation and any revenues hetween $850,000 and
1,275,000 were to be deposited to the Department of Administration appropriation 622.
This appropriation was transferred to the Department of Justice in fiscal year 2013-14.
Any drug abuse surcharge revenues that exceed $1,275,000 for the year are to be split
one-third to the Department of Justice appropriation 281 00 and two-thirds to the
Depsartment of Health Services appropriation under s. 50.435(5)(gb). However, duting
figcal year 2009-10, there were less than $520,000 in drug abuse sufcharge revenues,
and all were deposited to the Department of Health Services appropriatich, Startingwith
fiscal year 2009-10, the budget for this appropriatiorr was rediiced to $7,500 with fio néw
grant cémimitinénts. With this change, the revenues in fiscal year 2010-11 through fiscal
year 2020-21 exééeded expenditires. The department plans to continue to not expend
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funds from this appropriation, However, it will take time to eliminate the unsupported
overdraft that had accumulated over several years. At current revenue levels, the deficit
will remain through fiscal year 2060-61.

RECOMMENDATION: Approve the plan and continue to review fund balances within the
department for potential reallocation to address the deficit.

Departrment of Administration

Appropriation 12300 [s. 20.505(1)(id}], Justice information Fee Receipts, in the amount of
$7,870,728, This is an increase of $1,918,573 from the fiscal yoar 2019-20 deficit
balance of $5,952,155.

Revenues for this appropriation come from assessments for the commencement or filing
of certain civil coutt proceedings, including large claims, small claims forfeitures,
garnishments, municipal court appeals or other claims. The current surcharge is $21.50.
Of this amount, $6.00 is appropriated to the Court System for the operation of circuit
court antomated information systems (CCAP). The remaining revenues are distributed to
other appropriations in the Departments of Justice and Corrections, and the Circuit
Courts, Beginning with 2011 Wisconsin Act 20, the Department of Administration is also -
required to lapse $700,000 of surcharge revenue in each fiscal year to the general fund,

Under 2015 Wisconsin Act 55, the justice information fee revenue transfer to support the
court interpreters appropriation under s. 20.625(1}(k) was eliminated, reducing the future

snnual. 6bligation of the fee revenue by $232,700. In addition, Act 55 required that the
unencumbered balances of each recipient gppropyiation be transferred to the justice
information appropriation under s. 20.505(1)(id). In September 2015, 81,527,075 in
unencurbered balances were returned to the appropriation, reducing the fiscal

year 2015-16 deficit. The unencumbered balances returned to the appropriation for fiscal
year 2016-17 totaled $248,309, fiscal year 2017-18 totaled $267,362, fiscal year 2018-19
totaled $395,121, fiscal year 2019-20 totaled $222,926 and fiscal year 2020-21 totaled
$94 468, Despite the ongoing transfer of those balances to s. 20.505(1)(id}, the
continuing imbalance between surcharge collections and required transfers will continue
to increase the deficit. The department states that additional legislative changes to the ’
transfer to the general fund and the appropriations supported by the justice information
fee will be required to address the deficit.

In an executive session for the 2021-23 executive budget on June 10, 2021, the Joint
Committee on Finance approved converting $1,000,000 PR annually in justice
information fee-funded Treatment Alternative and Diversion grants to $1,000,000 GFR
annually, When the committee's substitiite amendment was drafted, this adopted
provision was excluded and was not a part of the final budget.

RECOMMENDATION: Approve the plan and continue to review the allocation of justice
information fee receipts to determine the most appropriate use of the funds and reduce
the deficit.
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Appropriation 12800 [s. 20.505(1){im)), Services to Nonstate Govérnriental Unifs; Entity
Contragt, in the amount of $381,033. The net cash overdraft is$938,327, and there are
accounts receivable of $813 and capital assets of $556,481 that offset a portion of the
overdralt.

Revenues for this appropriation come from two smain sources. The first is garnishment of
eniployee earnings pursuant to s, 16.53(1)(d)}, for garnishment actionis prescribed under
s. 812.42. Wage garnishment expenditures are generally equal to revenues each fiscal
year, and the department plans to continue evaluating the alignment of work effort and
fee revenues. The second main source of revenues is from fees charged for the State
YVanpool Program. Where the appropriation was previously used for other programs, such
as wiring school district facilities with data lines, the appropriation is now exclusively
used for vanpool and wage garnishment operations.

The State Vanpool Program {vanpool) is operated by the Bureau of Enterprise Fleet within
the Division of Facilities and Transportation Services,while wage garnishmentis operated
by the State Controller's Office. Under s. 16.82(5), the department is required to operate
a group transportation program. Group tramsportation is provided for with a fee which
recovers the full cost of administration, maintenance, operation, insurance and
depreciation of the assets of the program. Factors inciuding the number of vanpools,
number of riders, and fixed and variable costs also affect the fees,

Ridership within the vanpool program declined betweens 2017 and 2019, from 686 to 596.
The pandemic has caused a sudden and dramatic decline in ridership, to 74 riders in
2021, The dectine in riders has resuited in a 73.5 percent decline in fees from fiscal

year 2017-18 to fiscal year 2020-21. The department anticipates a long-term or _
pérmanent decline inthe use of vanpoo! by employees and other commuters. This will

Téquire a modification te the service mogdel and. fleet size, which is currently under
evaluation by the Division of Fagilities and Transportation Services and the department.

RECOMMENDATION: Approve the plan.

Appropriation 13400 [s. 20.505(1}{kb)], Transportation and Records, in the amount of -
$830,169. The net cash overdraft is $720,534,864, and there are accounts receivable of
$1,255,583 and capital asscis of $27,449,112 that offset a portion of the overdraft.

This appropriation serves transportation and recerds operations, including Central Fleet,
Enterprise Fleet Management, Wisconsin Air Services, State Records Center and Mail
Transportation Services, Revenues that the appropriation receives come from fees
charged for the various serviges. Mail Transportation Services and Enterprise Fleet
Management currently maintain a positive or net-zero program position; however, the
others have an operational deficit in part as a result of the COVID-19 pandemic safety
protocols. As part of its plan, the department indicated that it will continue to evaluate
these services and the changing use by and the needs of state agencies.
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The Central Fleet Program provides short- and long-term leased vehicles to state
employees for work-related travel, and various rates are charged depending on factors
such as the type and duration of the lease. The program has typically recovered costs
sufficient to cover all expenses and end with a net gain for the appropriation. However,
the use of Central Fleet has dropped considerably since the pandemic, from 19,3 million
miles driven in 2019, to 10.3 million miles in 2021 {through October 2021). As a result,
the fees charged do not cover the costs of the fleet, resulting in a net loss equal to
$844,471 in fiscal year 2020-21, not including the value of assets. The department states
that modifying the structure of the program, size of the flect and rates charged will be
necessary.

Wisconsin Air Services maintains the State's fleet of work aircraft for law enforcement, fire
protection, and resource management for the Department of Natural Resources and
Department of Transportation, The program has operated at a net loss since at least
fiscal year 2017-18 due to the lack of recovery of the full operational costs and
depreciable values of the fleet aircraft. This has been further exacetbated by the
pandemic when flights were reduced by approximately half. The program ended with a
negative balance of nearly $7 million in fiscal year 2020-21. Where cost recovery had
once only been charged based on miles flown, the department conducted a study and
determined that cost-recovery for the airplanes should be related to annual operating
costs for the airplanes including maintenance and depreciation. New methods of cost-
recovery are already being implemented for fiscal year 2021-22.

The State Records Center program has also operated at a loss since at least fiscal
year 2017-18 due to rates not fully covering the cost of operations, which has resultedin
a negative ending balance of 335,868 in fiscal year 2020-21, The department recently
analyzed costs and revenues and subsequently raised rates to meet the expenses,

RECOMMENDATION: Approve the plans.

Appropriation 13800 {s. 20.505(1)(kd)], Enterprise Resource Planning System, in the
amount of $47,040,411. The total cash overdraft is 470,014,888, and there are capital
assets of $22,775,164 and accounts receivable of $199,313 as coverage. The
unsupported overdraft decreased by $204,896 from the fiscal year 2019-20 unsupported
overdraft of $47,245,308. In total for fiscal year 2020-21, the department expended
$16,866,802 in costs associated with STAR Project implementation, of which $1,209,473
was for continued developmeérit activitiés, $14,806,929 was for ongoing maintenance and

operations expenses, and $850,491 was for operation of the STAR Cornerstone learning
manszgemetit system.

The department was directed to implement and maintain the integrated business
information system (IBIS) pursuant to s. 16.971(2)(cf), Wis. Stats. After the initial system
implementation was put on bold in April 2008 and maintenance payments suspended in
May 2011, the Department of Administration opted to move forward in fiscal

year 2012-13 with an enterprise resource planning system and announced the State
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Transforming Agency Resources (STAR] Project. In fiscal year 2015-16, the department
implemented the project's financial module (Release 1) and human resources/ payroll
module (Release 2). In addition, the department implemented the STAR financial module
for the Department of Transportation (Release 3.

With the deployment of STAR Releases 1 and 2 in fiscal year 2015-16, the department
began incurting postdeployment maintenance and operations costs for the system, These
costs began to be recovered from agencies starting in fiscal year 2015-16 and annually
thereafter. As such, the maintenance and operations costs do not contribute to the deficit
in this appropriation. In fiscal year 2020-21, the department assessed agencies
$14,878,575 for STAR operatiois end mainteriaice; ncluding $14,556,367 {or standard
STAR operations and maintenance, $851;430 for operationg and matntenanee of the
Cornerstone learning meanagement system, and a downward adjistment bf $434,222 for
prior year costs that exceeded estimates.

The STAR Project development costs began to be recovered through an annual
nssessment to state agencies beginning in fiscal year 2017-18. The department assessed
agencies $7,263,158 in fiscal year 2020-21 for STAR project development costs, which
represented 100 percent of the annual amount necessary to fully recover project and
financing costs of the project. The department will continue to annually assess state
agencies for ongoing operations and maintenance costs and to fully collect project and
financing costs over the total period of 19 years. In addition, the department plans to
continue to assess agencies for previonsly unrecovered costs incurred from the IBIS
project. The department continues to assess agencics in the amount of $591,212
annually, which répregents 100 percent of the annual amount necessary to fully recover
the remaining balance over the remaining 16-year period.

RECOMMENDATION: Approve the plan.

Appropriation 83600 [s. 20.505(8)(jm)], General Program Operations; Bingo, in the
amount of $228,887, The unsupported overdrait increased by $190,828 from the fiscal
year 2019-20 unsupported overdraft of $38,059. Revenues for this appropriation come
from bingo licenses, foes and taxes, Bingo license fees are $10 for each bingo occasion
and $5 annually for the member responsible for handling gross hingo receipts, except for
certain operations, and these fees have remained unchanged since 1973. Licensed
organizations also pay & 1 percent tax on the first $30,000 in gross receipts and 2 percent
on all gross receipts that exceed $30,000, paid semiaphudlly based on thie ligense year..
Suppliers of binge equipment are also required to be liderised ‘and pay an annual fee of
$25 and a supplementary fee based on gross annual bingo supply sales.

Of the two methods of charitable gaming — bingo and raffles — revenutes from binge
licenses, fees and taxes have been in decline for over a decade. In fiscal year 2016-17,
hingo revenues totaled $342,811 compared to $268,577 in fiscal year 20 19-20 and
$89,881 in fiscal year 2020-21, Conversely, the licenses, fees and taxes collected for
raffle gaming have been increasing over the same period, from $272,805 in fiscal year
2016-17 to $291,828 in fiscal year 20 19-20 and $275,579 in fiscal year 2020-21, The
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closing balance in the raffle appropriation was 491,602 in fiscal year 2020-21. The
Division of Gaming has in the past attempted to ensure costs between these charitable
gaming appropriations are properly attributed to each of the charitable activities, which
has resulted in decreased bingo expenses and increased raffle expenses. After conducting
a time study to refine the estimated costs assignable to each gaming appropriation, the
department proposed in its 2021-23 biennial budget request to modify staff allocation and
merge the bingo and raffle appropriations. These requests were included in

2021 Wisconsin Act 58 and will allow the department the flexibility ta utilize the fee and
tax revenues associated with charitable gaming to offset the overdraft over time and
prevent future overdraits in the newly combined s. 20.505(8){jn} appropriation.

RECOMMENDATION: Approve the plan,

Appropriation 16000, Information Technology Investment Fund - Special Projects, in the
amount of $2,513,948. The unsupported overdratt decreased by $25,000 from the fiscal
year 2019-20 unsupported overdraft of $2,538,948, The {unding source to repdy a one-
Yime loan from the general fund was eliminated in fiscal year 200102, leaving the

appropriation with a deficit. The Department of Administration has used various-excess

revefiads to make:pagments towards-the feduction of this-defioit and continues to do so.

RECOMMENDATION: Approve the plan.
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State of Wisconsin

VA q! . Governor Totty Evers
1 ¥4 J:.J : Department of Agriculture, Trade and Consamer Protection
S ¥’ Secretary Randy Romanski '
Date: - Qctober 28, 2021
To Brian Pahnke, State Budget Director
Department of Adminisiration ‘ f%
From: -  Jason Gherke, Finance Director ~

Department of Agriculture, Tradgfind Consumer Protection

Subject: FY21 Program Revenue Overdraft Report

The FY21 Program Revenue Overdraft Report identified two Department of Agriculture, Trade and
Consumer Protection (DATCP) appropriations as having unsupported overdrafts. As required by
5,16.513, DATCP is submitting our plan to resolve the unsupported deficits.

The unsupported overdraft in appropriation §.20.115 (1)(h), grain ingpection and certification, was
$381,855 at the end of FY21. The total cash overdrafy was $425,513; and there were accounds
receivable of $43 658. The unsupported overdraft decreased by $181,977 from the FY20 unsupported
balance of $563,832. In FY21, collected revenue totaled $1,685,495; expenditures were $1,357,053.

As required by 816,56, DATCP will continue to lapse any remaining GPR balances at fiscal year-end to
reduce the deficit in the appropriation. InFY21, DATCP transferred $631,628 from unencumbered

balances in our GPR general operations appropriatians to the grain inspection appropriation.

DATCP also had an unsupported overdraft in approptiation 5.20.115 (2)(3), dog licenses, rabies control,
and yeldted servises. The begitininy ¥FY21 insuppofted balanes was $249.662, collected revenue totaled
$294.350 and expenditures wers $457,648, leaving an unsupported overdraft of $412,960 in the
appropriation.

In 2021 Wisconsin Act 58, the 2021-23 Wisconsin state budget, DATCP is required to transfer $450,000
in FY22 from appropriation 8.20.115 (2)(jm), veterinary examining board, to the dog licenses, rabies
control, and related sexrvices appropriation to offset the FY21 unsupported overdraft, DATCP has also
initiated the rulemaking process to address the ongoing imbalance in the program's revenues and
expenditures.

If you have any questions regarding DATCP’s plan to address these appropriation overdrafts, pleasé
contact me at 608.224.4748.

HWisconsin - America’s Datryland

2811 Agriculture Drive ¢ PO Box 8911 + Madison, WI 53708-8911 -« Wigconsin.gov
An equal opportunity employer



Wisconsin Department of Corrections

Governor Tony Evers jrrsecretary Kevin A. Carr

Date: September 24, 2021

To; Brian Pahnke, Director
Divislon of Executive Budget & Finance

Department of Administration W

From: Kevin A, Carr, Secretary %DO \

Department of Corrections
Subject: §16.513 - Juvenile Correctional Services Deficit

Pursuant to §16,513 Wisconsin Statutes, the Department of Corrections {DOC) submits its plan to address
an unsupported overdraft in the appropriation under §20.41 003} hm), Juvenile Cotrectional Services, for
FY21,

Bachground:

Since FY16, the DOC accumulated an operating deficit and ended FY21 with a year-end deficit of
($18,320,100) Program Revenue (PR) in its juvenile correctional services appropristion. The unsupported
overdraft at the end of FY21, including the inventory/receivables coverage, was (51 5,849,700}, In FY21,
the funding in this appropriation was utilized by the Department’s Division of Juvenile Corrections (DIC)
to operate Type 1 juvenile correctional facilities (JCF).

As a reslt of ending several fiscal years with an unsupported overdraft in §20.41 0(3)hm), in 2067
Wisconsin Act 20 (the 2007-09 Biennial Budget) a provision was added which allowed DOC to transfer
surplus revenues from two juvenile appropriations to §20.410(3)(hm) to reduce the overall deficit. In
2011 Wisconsin Act 32 (the 2011-13 Bieanial Budget), a $17 daily add-on was added to the JCF daily
rate with the &im to elitinate the deficit within ten yesrs. In 2015 Wisconsin Act 59 (the 2015-17
Blennial Budget), the add-on was reduced to $6/day as & result of the Depariment’s ability to reduce the
deficit,

In FY15, the Department retired the deficit and ended the year with a cash surplus. However, juvenile
populations declined rapidly in the period between FY16 and FY21, while at the same time the JCFs also
incurred expenditures that were sither unbudgeted or pnder-budgeted during FY'17 and FY 18, such as
paying for contracted healthcare staff to handle medication administration, Additionally, a delay in
authotity to charge the FY18 daily rate led to lost revenue of $1,643,000 during that fiscal year. In FY21,
the average daily popuistion at JCFs was 84 youth less than the FY21 budgeted population of 169. A
combination of these factors resulted in a ($15,849,700) PR unsupported overdraft at the end of FY21.

In 2021 Wisconsin Act 58 (the 2021-23 Bicnnial Budget), » $6/day rate add-on was incioded in the JCF
daily rate to reduce the projected JCF operations deficit. This additional amount will be incfuded in the
JCF daily rate in future biennial budgets until the deficit is efiminated. The Governor’s Executive
Budget for the 2021-23 biennium had proposed providing $11,341,600 in GPR funding in FY22 to
address the existing deficit, however this proposal was not approved in the final Act,




Plan of Action:

With the mcluston of the $6 add-on in the JCF daily rate and the on-going abihity to fransfer surplus funds
from two other appropriations, the Department will work to reduce its FY21 year-end deficit n future
biennia The Department continues to review juventle facility operations with the tntent to further contain
expenses and retire the Juverule correctsonal services defioit.

Prepared by Shelby Slaven, Bureau of Budget and Facilittes Management

240-5422
FY21 FUND CONDITICN STATEMENT
§20.410(3)(hm) - Juvenile Cotrectional Services
REVENUES FY21
Opening Balance (July 1) ($11,341,600)

Total Revenue $20,197,900

EXPENDIT ,
Total Expenditures $27,185,400

Closing Cash Balance ($18,325,100)



State of Wisconsin
Department of Health Services

T ony Evess, Governot _
Karen Timberlake, Secretary

September 27, 2021

Brian Pahnke

State Budget Director
Department of Administration
101 Bast Wilson Street
Madison, W1 53703

Dear Mr, Pahinke:

The Department of Health Services ended FY 21 with unsupported cash deficits o two program revenue
appropriations. Attached is the Department’s plan for addressing the deficits.

"F'he two appropriations are:
«  Approptiation s. 20.435(2)(kx) — Interagency end Inira-Agency Programs, ended with an
unsupported overdraft of $6,691,149.35
«  Appropriation s. 20.435(2)(g) — Alternate services of institutes and centers, ended with an
unsupported cash overdraft of $10,770,129.45

Please contact me if you have any questions about this plan,

Sincerely,

({Mm < %M

Karen E. Timberlake
Secretary-designee

{ West Wilson Street « Post Office Box 7850 » Madison, WE 53707-7850 4 "Telephone 608-266-9622 %
www.dhs. wisconsin.gov
Protecting and promoting the health and safetyofthe peapleofWisconsin



Appropriation (2)(kx) — Biter/Intra Agency Operations

The appropriation, 8. 20.435(2)(kx) — Inter/Intra Agency Operations, ended FY 21 with an unsupported
overdraft of $6,601,149.35, The unsupported overdraft is the result of costs for utilities and maintenance of
common areas and vacant buildings at Northern Wisconsin Center (NWC). In prior years, these costs were
reimbursable by the Medicaid program when DHS operated a farge long term care residential program for
pedple with disabllities. SinceFY 05, the Departnientlias operated only small short term care unit, and as a
result, a sign"iﬁe’ and portion’oF catmpus costs are no Jonger Medioaid reimbutsable,

At the same time the DHS program has decreased, other agencies haveincreased their presence at NWC. The
Department of Cotrections, Military Affairs, and Veterans Affairs programs represent roughly 97% of clients
served and 63% of employees on campus. These agencies occupy 34% of the building space, compared to 20%
for DHS programs, Vacant and mothballed buildings comprise 46% of the building square footage.

Despite its small campus “footprint,” DHS still bas the responsibility for ali campus power plant, maintenance,
grounds keoping, and snowplow ing operations. It has no base funding for these costs,

Beginning it FY 11, DHS3 lias-allocated:all utility and coinmon-area msintenanece and grounds keeping costs
fincurred each year to state agencies on the Northern Cefifér Campus ori 4 proportional basis: Doing so has kept
the deficit from growing further, and the Department will con tinue this apgiroach on an ongoing basis:

To address the accurnulated deficit, the Department would seek approval from the Governor and Joint
Cotmmittee on Finance to use revenue from future sales of surplus land at NWC. Wis. Stats. 13.101(17)
provides that the Department of Bealth Services, the Department of Corrections, and the Depariment of
Veterans Affairs may seek approval from the Joint Committes on Finance to use the land sale revenue for
activities on the Northern Center campus, The value of the surplus Jand is estimated to be $3 million. In

addition, the Department will consider how the remainder of the deficit could be resclved in future biennial
budgets.

DHS recommends DOA assume responsibility for all NWC power plant, utility, maintenance, and grounds
keeping operations and billings, because itis in a better position to streamline campus operations and implement
a uniform allocation methodology.



Appropriation (2)(g) — Alternate services of institutes and centers

This appropriation, s. 20.435(2)(g), ended FY 21 with an unsupported cash overdraft of $10,770,129.45 This
overdraft relates to operations of the Northern Wisconsin Center for People with Intellectual Disabilitics (NWC)
in numeric appropriation 223.

“The Department operates three State Centets, which-arestite leensed and federally sertified intermediate care
facilities forpeople with intellectual disabilities (1 CF-ID) and receive full cost felinbursement fof all Medigaid-
cligible costs. Northern Wisconsin Center operates onlyan Trtensive Treatinent Program (ITP) that provides
short term services to people with intellectual disabilitics who live in the community. Counties and Family Care
managed care organizations {MCOs) fund a portion of the cost of their consumers in the ITP program, because
they are responsible for funding services for the mdividuals while in the community. NWC receives
reimbursement for the remaining portion of Medicaid-eligible costs from the Medicaid program.

At the beginning of the year, the Center establishes an interim per diem rate, with which it bills coutties, MCOs
and the Medicaid program for consumers admitted 1o the ITP. After the close of the rate year, the Department
propares a cost settlement report hased on all actual costs for the rate year and makes an additional Medicaid
claim for the difference betw cen the amounts claimed through the interim rate and the full allowable Medicaid
costs. The Department typically finalizes the cost settlement nine to twelve months after the close of the fiscal
year, The Department records a reccivable for days of care billed under the interim rate but not reimbursed by
the end of the fiscal year; it does not record any receivable for the Medicaid settlement, which can be positive or
negative, :

Below is a summary of the other major factors behind the deficit:

& All three State Centers operate ITP programs. Bach year, the Department establishes one ITP daily rate
for the three programs, based on their average costs. Theuniform rate is important so that counties and
MCOs choose the I'TP program based on the needs of their consumers rather than cost. NWC’s actual
cost per bed day i significantly above the dverage cost reflected in the interim ITP rate, because of its
sinall size. Tha uniform.1TP rate was $1,303 per day in FY 21, NWC’s estimated FY 21 cost per day
was $1,624. Consequently, NWC will always receive a cost settlement payment from Medicaid,
hecause the final costs will be higher than revenues received through the interim rate. 1t is estimated
that NWC’s cost settlement will average approximately $4.0 million per year due to the rate averaging;
the settlement amount varies from yeat to year, Caus ing the year-end deficit to vary also.

« The Centers do not receive Medicaid reimbursement for the state ICE-ID bed tax they ate required to
pay under s. 50.14(2)}(om). The Department deposits bed tax revenues from all facilities into the
Medicaid Trust Fund, where they are matched with Medicaid FED and used to fund Medicaid benefits.
At the same Hme, the Department makes a Medicaid access incentive payment to all ICFs (using GPR
and FED) that, in total, approximately equals the bed tax paid by all facilities statewide. - To comply
with federsl requirements, the acceas payment is a fixed amount per Medicaid bed day for all facilities,
Because the access payment is a fixed amount per bed, facilities with a large number of vacant beds will
pay more in assesstnents than they receive back in agcess payments. Facilities with an occupancy rate
of 90.5% ot more receive access payments greater than bed tax paid, In recent years, Northern Center
has had occupancy tates below 90.5%. The following table summarizes bed tax losses from each center
gince the begioning of the tax throngh FY 21.



) Bed Tax Losses FY 04 through FY 21
Northern Center ' $1,724,788
Central Center . $3.836,788
Southern Center $1,468,300
Total ‘ $7,029,597

States can claim Medicaid reimbursement for depreciation and debt service costs for buildings and other
capita] assets nsed to provide Medicaid services. Following state budget procedures, tho Department
calculates these amounts and then lapses them to the General Fund as “GPR-Earned.” The Department
 then claims Medicaid funds for these costs. The lapse is required on the basis that the state initielly
funds construction and debt service costs with GPR through the Capital Budget, and therefore the
agency should return the Medicaid reimbursement to the General Fund, Over the past several yeats, not
all of the Centers’ depreciation and debt service costs were Medicaid reimbursable. However, the
Department has lapsed to the General Fund all depreciation and debt service costs, not just the Medicaid
reimbursed amounts. For dates of service after FY 12, the Department subtracts Medicaid disalowed
¢latms from the amounts it lapses as GPR-Farned. Similarly, the Department has lapsed Medicaid
reimbursement for depreciation for capital asset expenditures funded from the Centers’ PR
appropriations under (2)(g) and (2)(gk). Under Medicaid rules, the Centers must initially incur the
expense and then are reimbursed by Medicaid over time according to depreciation schedules. The
Department should have retained these depreciation reimbursements in the Centers appropriations to
cover the initial capital costs. For FY 14 forward, the Department will not lapse Medicaid depreciation
reimbursements for capital costs paid from the Centers appropriations, The following table summarizes
amounts lapsed to GPR-Eerned in excess of Medicaid reimbursement. :

Excess GPR-Earned Lapses
Depreciation Overlapses Over-Lapse Atnounts
for PR-funded Assets for Associated with
FY 06-FY 13 Disallowed Property
Costs: EY 02-FY 13
Northern Center $458.633 $3,336,033
Central Center $1,731,556
Southern Center $2,141,501 ‘
Total 34,331,691 $3,336,033

Plan for Reducing the Deficit

The biennial budget, beginning with the 2017-19 biennial budget, provides that the Department will retain
$1,000,000 per vear in GPR-Farned revenues to apply against the (2)(g) deficit, which will reduce the deficit
slowly over the next several years, The deficit may contirue to vary from year to year depending on the size of
Nottherst Center’s Medicaid cost settlement and ongoing losses from the bed tax,



STATE OF WISCONSIN

DEPARTMENT OF JUSTICE
Jogh Kaul ’ 17W. Main Street
P.0, Box 79561
Attorney General Madisan, WI 53707-7951
Erika Monroe-Kans
Division Administrator
Division of Management Services
Date: {October 7, 2021
Tos Brian Pahnke, State Budget Director

Department of Administration

From; Darcey Varese, Chief Darcey Varese
Department of Justice Finance Section

Subject:  Fiscal Year 2021 Unsupported Cash Overdraft Plans

Pursuant to § 16.513, Wis. Stat., the Department of Justice is submitting plans to
address unsupported shortfalls in two program revenue appropriations in state fiscal
year 2021 (FY21).

20,455 (2)(

The unsupported cash overdraft for FY21 was ($23,015,614.26), which is an increase
of $5,450,409.43 over the overdraft of ($17,665,104.83) in FY20. The growth in the
deficit was the result of the expenditure anthority in penalty surcharge appropriations
exceeding revenues, exacerbated by a decrease of $527,454.81 in collected revenues
which may be attributable to the economic impaets of the Coronavirus pandemic.

Penalt

irge, Receipts

Revenues from the penalty surcharge were appropriated in six state agencies across
fiftean appropriations. It is anticipated the deficit will continue to grow in future
years without transferring expenditures to other funding sources or increasing
penalty surcharge revenues.

In its past several agency biennial budget requests, the Department of Justice has
proposed solutions to reduce the pressures on the Penalty Surcharge, including
using a sum-sufficient, general purpose revenue appropriation for statutorily
required reimbursement payments for certification (law enforcement, jail, and
juvenile detention officers) and recertification (law enforcement officers only)
trainings. The department will continue to advocate for ways to alleviate the
demands on this appropriation moving forward.



Offenders

The unsupported cash overdraft for FY21 was ($1,572,121.05), which is a decrease of
$41,540.26 compared to the overdraft of ($1,618,661.31) in FY20, This appropriation
was transferred from the Department of Administration in the 2018-15 biennium with
a cash deficit of ($1,911,631.89). The Department of Justice has not expended any
funds from this appropriation since the transfer which allows the deficit to be reduced
each year by the appropriation authority. The revenue in the appropriation is derived
from the Drug Abuse Program Improvement Surcharge.

If you have any guestions, please contact me at (608) 266-9653,
Ce:  Kristen Grinde, State Budget Office Deputy Administrator

Gail Tappen, State Budget Office Program Specialist
Michelle Gauger '
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STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION

DEPARTMENT o .
ADMINISTRAIN Tony Evers, Govetnor

G Joel Brennan, Secretary

Date:  December 17, 2021

To: Brian Pahnke, Adminisirator
Division of Executive Budget and Pinance

Carot Herwig, State Controller
Division of Bxecutive Budget and Finance
: J:H
From: Colleen Holtan, Birecto L _
Bureau of Financial Management
Division of Entetprise Operations

Re: FY 2020-21 Program Revenue Unsupported Overdraft Plan

Tn accordance with s. 16.53, Wis. Stats., please accept this memo as the Department of Administration’s
(“DOA” or “Department”) plan to address fiscal year 2020-21 (FY 20G20-21) program revenue
wnsupported overdrafts in the following appropriations: .
Agency 505 (DOA), Appropriation 12300 - Justice Information Fee Receipis

Agency 505 (DOA), Appropriation 12800 - Services to NonState Govesnmental Units
Agency 505 (DOA), Appropriation 13400 - Transportation and Records

Agency 505 (DOA), Appropriation 13800 - Enterprise Resource Planning System
Agency 505 (DOA), Appropriation 83600 - General program operations; bingo
Agency 870 (TIF), Appropriation 16000 - Information Technology Investment Fund -
Special Project

nrbpriation 12300~ Justice Informstion Fee Receipts.

The Justice Information Fee was created by 1995 Wisconsin Act 27 {the 1995-97 Biennial Budget) when
5. 814.635 (1), Wis. Stats., was amended to rename the ““court antomation fee” to “justice information fee”.
Under the law, the Justice Information Pee is generally assessed with a court fee for the commencement or
filing of certain civil court proceedings, including large claims, small claims farfeiture, wage eatner, or
garnishment actions, an appeal from municipal cour, third party complaint in a civil action, or for filing a
counterclaim or cross complaint in a small claims action, Act 27 established a Justice Information Fee of
$5.00 and required cighty percent of the moneys received under s. 814.635 (1} to be credited to the
approptiation for the development and operation of automated justice information systems under 5. 16.971
(9), Wis. Stats., end the remainder to the general fund.

‘1997 Wisconsin Act 27 (the 1997-99 Biennial Budget) increased from $5.00 to $7.00 the fee amount and
decreased from 80% to four-sevenths the amount of moneys received under s, 814.635 (1) to be credited to
s. 20.505 (1) (ja), Wis. Stats., Justice information systems, and directed two-sevenths and one-seventh,
respectively, to s. 20,680 (2) (j) Court information systems and interpreters and the general fund,

Division of Enterprise Operations, Bureau of Financial Management
101 East Wiison Street, PQ Box 7869, Madison, W1 53707-7869 | (608} 266-0779 | DOA.WLGOV

i
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1699 Wisconsin Act 9 (the 1999-01 Biennial Budget) incrensed from $7.00 to £9.00 the fee amount and
modified the amount of moneys received under s, 814.635 (1) to be credited to 8. 20.505 (3) Ga), & 20.680
(2) (§), and the general fund, to two-ninths, six-ninths, and one-ninth, respectively.

2003 Wisconsin Act 139 consolidated coust assessments, surcharges, and restitution payments into Chapter
814 of the statutes; renumbered from s. 814,635 to s, 814.86; and changed the name of all of fees,
assessments, surcharges, and restitution payments to surcharges.

2005 Wisconsin Act 25 (the 2005-07 Biennial Budget) increased from $5.00 to $12.00 the surcharge
amonnt and todified the amount of moneys received under s. 814.86 (1} to be credited to s, 20.505 (1) {ia),
5. 20.680 (2) (§), and the general fund, to five-twelfths, 50% and one-twelfth, respectively.

2009 Wiscansin Act 28 (the 2009-11 Biennial Budget) increased from $12.00 to $21.50 the surcharge
amouat. It also increased from fhres to six the number of appropriations to which moneys received under
3. 814.86 (1) were to be credited and changed the distribution method to one based on a fixed amount of
fhe total fee (e.g., $7.50 of every $21,50 fee 10 5. 20,503 (1) (ja)). A summary of the changes in the Justice
Information Surcharge is shown in Table 1, .

TABLE 1
Justice Information Fee/Surcharge
Autherizing Legislation Amount
1995 Wisconsin Act 27 $5.00
1997 Wisconsin Act 27 $7.00 -
1999 Wisconsin Act 9 $9.00
2005 Wisconsin Act 25 $12.00
2009 Wisconsin Act 28 $21.50 !

! Surcharge amount is unchanged as of current date

2011 Wisconsin Act 32 (the 2011-13 Biennial Budget) significantly changed the structure of the surcharge
distribution with the creation of appropriation s. 20.505 (1) (id), Wis. Stats,, Tustice Information Fee
Receipts, into which ell moneys less $700,000 received from the justice information surcharge under s.
§14.86 (1) are collected for the purpose of annually transferring to the approptiation accounts the amounts
i1 the schedule for subdivisions 1. to 8., and the retention of the transfer of $6.00 of each $21.50 received
under s. 814.86 (1) for the operation of circuit court automated information systems. During the 2011-13
biennium, the Justice Information Fee Receipts appropriation collected surcharge revenues of $19,441,625
and transferred fo appropriation accounts and the general fund a total of $19,351,600, resulting in a FY
2012-13 ending cash balance of $90,025.

2013 Wisconsin Act 20 (the 2013-15 Bienniai Budget) retained the structure of the surcharge distribution
implemented during the prior biennium. During the 2013-15 biennium, the Justice Information Fee Receipts
appropriation surcharge revenues decreased by more than $2.4 million to $16,978,696 and the amount
transferred to appropriation accounts and the generai fund increased $518,000 to a total of $19,869,600,
resulting in a FY 2014-15 ending cash balance of $(2,800,879).

2015 Wisconsin Act 55 (the 2015-17 Biennial Budget) eliminated from the surcharge distribution s, 20.505
(1) (id) § and modified the appropriation language for the remaining appropriation accounts authorized
under s. 20.505 (1) (id) to require the unencumbered balance on June 30 of each year to be transferred to
the appropriation account under s. 20.505 (1) (id). Additionally, section 9226 of Act 55 required the return
to the justice information surcharge appropriation account in an amount equal to the unencumbered balance
as of June 30, 2015, During the 2015-17 biennium, the Justice Information Fee Receipts appropriation
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collected surcharge revenues of $16,882,446; transferred to appropriation accounts and the general fund a
total of $19,651,600; and received reversions of $2,098,822, resulting in an ending cash balance of
$(3ATHLITL).

Since 2017 Wisconsin Act 59 (the 2017-19 Biennial Budget), the surcharge amount and distribution
structure has been retained. During the 2017-19 biennium, the Justice Information Fes Receipts
appropriation collected surchatge revenues of $17,554,494; transferred to appropriation accounts and the
general fund a total of $20,125,600; and received reversions of $662,486, resulting in an ending cash
balance of $(3,3749,793). During the 2019-21 biennium, the Justice Information Fee Receipfs appropriation.
collected surcharge revenues of $15,238,773; wransferred to appropriation accounts and the general fund a
total of $18,047,100; and received reversions of $317,394, resulting in an ending cash balance of
$(7,870,727). -

The anmual collections to, transfers from, and resultant cash balance of the Justice Information Fee Receipts
appropriation for the current and past biennia are reported in Table 2,

TABLE 2
Justice Information Fee Receipts Cash Balance

201718 2018-19  2019-20 2020-21
Beginning Balance $347L171)  S4500037)  $(5.379793Y 595215
Coliections ¢ § 87506727  § 8794822 § 8215514  § 7023350
Transfets:
General Fund § 700,000 $ 700,000 $ 700,000 $ 700,000
Appropriation Accounts __9.356.000 . 9360600 __8.310.800 8316300
Total $10,056,000  $10,069,600  § 9,010,800  § 9,036,300
Less: Reversions : ;2_67,3_62} (395,121) _(222,926}. (94.468)
Net Transfers § 9788638  §. 9674479 $ 8787874 B 8.941.832
Net Collections $1.028066)  § (879657 § (572361  SAL9185T4
Ending Balance 54,500,370 $(5379.790)  85.952154)  H(ZST0T2T).

As the negative cash balance in the Justice Information Fee Receipts appropriation continues to grow,
legislative changes to: utilize alternative revenue sources for appropriations supported by the surcharge;
and/or to modify the Justice Information System Surcharge annual transfer to the general fund such that the
amount transferred per s. 20.505 (1) (id) is the lesser of $700,000 or the amount remaining in the
apptopriation after all other transfers under subds, 1 1o 6 are made, should be considered. It should continue
to be noted that the latter change would, itself, be insufficient to prevent further increases in the amount by
which the appropriation is unsupported.

pprapriation 12800 ~ Sérvices to Nonstate Governmental Units

The Services to Nonstate Governmental Units; Entity Contract, Appropriation 12800 was created under s
20,505 (1) (irn), Wis. Stats., for providing services and to repurchase inventory items for primarily non-
State purchasets, and as an appropriation to be used to collect for the sale of such services and jtems,

The Services to Nonstate Governmental Units approptiation defines certain authorized purposes, inclading
for: collection of fees paid to the Department by school districts for witing district facilities with data lines



DocuSign Envelopa ID; 5FE20388-E018-4917-806C-88CED1 0SABCEH

December 17, 2021
Page 4

end video Jinks, for reimbutsement of the Department’s capital planning and building constraction
appropriation under s. 20.505 (1) (ke), Wis. Stats,, Capital planning and building construction services, as
pursuant to 5. 16.85 (15), Wis. Stats.; contracting with an entity to perform services for the collection,
analysis, and dissemination of health care information of hospitals and ambulatory surgety centers as
pursuant to 8. 153.05 (2m), Wis. Stats., Collection and dissemination of hiealth care and related information;
and to provide for group transportation as pursuant fo s. 16.82 (5), Wis. Stats, The Department is also
authorized for uge of the appropriation for garnishing employee earnings pursuant to s. 16.53 (1) {d), Wis,
Stats., Sularies and benefits; when payable, for garnishment actions prescribed under s, 812.42, Wis, Stats.,
Garnishment of earnings of public officers and employees.

Appropriation 12800 does not contain activity under either s. 16.85 (15) or s. 153.05 (2m), for wiring school
district facilities with date lines or video links, or for health care information contracting, and rather is
currently exclusively used for the State Vanpool Program (“Vanpool Program” or “Vanpool™) and wage
garnishment operations.

As contained in Table 4, the overall program position of Appropriation 12800 has declined, primarily as a
result of decreasing support from equipment (primarily Vanpool vehicles) and other intangible assets, and
as a result of decreasing revenues. While revenues began to decline priot to the COVID-19 pandemic
((9.9%) decline from FY 2017-18 to FY 2018-19), a more precipitous decline has been experienced during
the pandemic ((35.57%) decline from FY 2018-19 to FY 2020-21)) due to reductions in the consumption
of Vanpool services. At the end of FY 2020-21 and as contained in Table 4, the appropriation reported an
unsupported overdraft of $(381,033), which includes the support of $556,481 equal to equipment and other
intangible assets, excluding accounts receivables {equal to $813).

The Vanpool Program is operated by the Buteau of Enterprise Fleet (“BEF”) within the Division of
Facilities and Transportation Services (“DFTS”), and wage garnishments are operated by the State
Controller’s Office (*SCO”) within the Division of Executive Budget and Finance (“DEBF”). The fee
structure, fiscal summary, and cost recovery methodology for the Vanpool Program and wage garnishment
operations are as detailed below, in addition to summaries of evaluation of the need for change in service
or fiscal recovery.

‘Group Trarisportation

Section 16.82 (5), requires the Department to operate a group transportation program and encourage
participation in. the program and of alterate means of group transportation, for State, local, and private
employees, Under this authorization, DFTS operates the State Vanpoo! Program, which evolved from a
demonstration project initiated in July 1978, when approximatety 100 commuters began tiding to and from
work In eight vans, It was originally developed for the primary purpose of encouraging energy conservation.

As legislatively defined, group transportation is provided for through a fee which “recovers the fislt cost of
administration, maintenance, operation, insutance and depreciation of the group transportation program,
plus interest for general purpose revenues utilized for the program.” The basis of the fee structure formula
used for cost recovery of the Vanpool Program includes the total number of vanpools in operation,
multiplied by the annual biweekly pay periods. From these consumption variables, the per day round trip
cost is datermined by the daily commute miles (rounded by daily round trip mileage), number of riders,
drivet/caordinator discounts, if any, and fixed and variable costs as specified by the Vanpool Program
antual operating budget. Daily full-time rider fare is determined by dividing the per-day cost of operation
by the number of paying riders. Individual vanpool tates vary according to van size (12 or 15 riders), total
daily average round-trip miles, and the number of paying riders,

As under s, 20.903 (2) (b), Wis. Stats,, Anticipation of accounts receivable, the Department is required to
calculate and assess for interest earnings whether in a negative or positive state, respectively, in an
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additional amount not exceeding the depreciated value of equipment for venpool program operations, and
- is required to deposit the amounts collegted into the general fund, or to retain under Appropriation 12800
if positive.

The use of State vanpools has declined over time and has more precipitously declined in FY 2019-20 and
FY 202021 due to COVID-19 pandemic safety protocols implemented through remote and flexible
workplace policies, Wisconsin’s Safer at Home Emergency Orders, and the change in commuting practices.
As contained in Table 3, Vanpool ridership averaged 633 active participants each Calendar Year (CY) from
2017 throngh 2019, with a slight decline from 686 riders in CY 2017 to 596 riders in CY 2019. The cY
2020 participant count for the Vanpool Program was 60, and as of CY 2021 (through September) there
were 74 active patticipants,

TABLE 3
Vanpool Operations Statistics
Metric 2017 2018, 2019 2020 [ o2021.
1 Program Ridership! 686 617 | 596 60 74
Active Routes Count 64 561 49 7 9
Active Vans Count | 74 72 61 61 58
Van Mileage 1,526,292 | 1349772 ] 13044121 473,893 | 119,164

Note: Information is provided on a CY Basis, with CY 2021 including information through September,
!8ased upon headcount of participants.

The fiscal activity of the Vanpool Program reflects this deeline in ridership, as contained in Table 4 below,
which consists of: the aforementioned vanpool fees, which have declined by (73.5%) from FY 2017-18 to
FY 2020-21; the decline in the support of the assets of the vans and gain/loss of revenues from the sale of
vans; interest satnings paid to the general fund; expenditures associated with the operations of the program
and maintenance and acquisition of vans; and a rideshare revenue transfer from Appropriation 53100, s.
20.505 (5) (ka), Wis. Stats., Faeility operations and maintenance, in an amount equal to the prior year
transfer adjusted annually to reflect changes in the U.S. Consumer Price Index as determined by the U.S.
Department of Labor,

The use of the State Vanpool Program by state employees and other commuters is anticipated to be impacted
on a long-term or permanent basis. The Department anticipates that this potential resulfing long-term
modification to the consumption of BEF vanpool services will necessitate a modified service model and
fleet size , the structure of which is cutrently under evaluation by DFTS and the Department.

Wage Garishment Operations

The Department is responsible for gamishing the earnings of State employee debtors antil each judgement
is satisfied or terminated under the court, as prescribed under s. 812.42 (2). A garnishee fee of $15 is
collected from a creditor conicurrent with the Department’s receipt of an earnings garnishment form, and
an additional $3 fee is collected by the Department for each payment after the first payment for the
administration of the gatnishment operations. Pursuant to 5. 812.42 (2) (b), the $3 fee is deducted from the
amount provided to the creditor. Fees collected by the SCO are deposited into Appropriation 12800 and are
used to cover the expenditures associaled primarily with the SCO personnel costs for administering the
gamnishments.

Ag contained in Table 4 below, garnishment expenditures are generaily equal to revenues each fiscal year
{e.g., $364,070 in total expenditures and $365,706 in revenues from FY 2017-18 through FY 2020-21);
expenditures that exceed revenues within a fiscal year are typically subsequently transferred to the financial
services appropriation (under s, 20,505 (1) (kj), Wis. Stats., Financial services).

i
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The Department and DEBF continue to evaluate the work effort associated with wage gamishment
operations, through such means as time and effort task reporting, in order to understand the alignment of
the amount of revemues collected from the garnishment administrative fee to the work effort of
administration.
TABLE 4 ;
Vanpool and Wage Garnishments Program Position

2017-18 2018-19 2019-20 2820-21

Beginning Balance' $ (715,870) $ (858,350) $ [716,130) $ (767,095)
Pius: Coilected Revenne

Wage Garnishments $ 93455 § 93,932 § 93225 § 85093
Vanpool Fees $ 980,859 $ 908,752 § 825356 § 259,987
Interest Harnings® § 0 8 (35207 $ (13.602) § (907}
Net Coliected Reverue $ 1,074,314 § 967478 § 904979 § 344,173
Less: Bxpenses

Wage Garnishments % _9]‘,»81‘.9 $ 93032 F 93235 % 85,093
Vanpool $ 1024975 § 731326 § 862.730 § _ 430,312
Net Bxpenses $ 1216794 § 825258 $. 955955 § 515405
Closed Balance Continuing 3.(858.350) $.0716130) $.(767 106) $.(938.327)
Accounts Recejvable $ 2§ L,129% 8002 % 813

Equipment, Vehicles, Intangible Assets” § 1,026,785 $ 792272 % 770085 §  535648)

-Ending Program Position ‘ § ig8437 5 772N & 10982 £ (3R1.,033)

‘Beginning Balance in FY 2020-21 includes a prior year adjustment for coliscied revenue of 811 easulting In the change in
beginning balance in FY 2020-21 from closed balance continuing in FY 201%-20.

*quipment and assels are caleulated at net book value (NBV).*Interest eamnings of §(15,965) for FY 201 5-16 through FY 2017~
18 were processed in FY 2018-19.

The Transportation and Records appropriation 13400 was created under 5. 20.505 (1) (kb), Wis. Stats,, fot
the purpose of providing “State vehicle and aircraft fleet, tmail transportation, and records services primarily
to State agencies, and to provide for the general program operations of the public records board,” as

administered by the Bureau of Enterprisc Fleet (“BEF*) within the Division of Facilities and Transportation
Services (“DFTS8").

As contained in Table §, the averall program position of appropriation 13400 has declined over time,
primarily as a result of decreasing revenues. While BEF revenues began to decline prior to the COVID-19
pandemic ((3.1%) decling from FY 2017-18 to EY 2018-19), a more precipitous decline has been
experienced during the pandemic ((5.86%) decline from FY 2018-19 to FY 2019-20 and (19.6%) decline
from FY 2020-21)) due to reductions in the consumption of BEF services. At the end of FY 2020-21 and
as also confained in Table 5, the appropriation reported an unsupported overdraft of $(830,170), which
includes the support of $27,449,112 equal to equipment and other intangible assets net of master lease
obligations, excluding accounts receivables (equal to $1,255,583).

The FY 2019-20 through FY 2020-21 reduction in BEF consamption and services is in part resulting from
the COVID-19 pandemic and subsequent satety protocol implemented through remote and flexible
workplace policies, Wisconsin’s Safer at Horme Emergency Orders, a reduction in the perfonmance of in-
office functions, and the need to convene through alternate remote methods, Through changes in work
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patterns, service delivery needs, technology, and meeting and conforence needs and norms, State employee
transportation and records management consumption may be altered on a long-term or permanent basis.
The Department anticipates that this potential resulting long“tenm modification to the consumption of BEF
services may necessitate 1 modified service model, which is currenfly under evaluation by DFTS and the
Department.

Each service of DFTS as follows is comprised of a corresponding fee structure and cost recovery
methodology, financial status from FY 2017-18 through FY 2020-21, and summary of evaluation of the
need for change in service or fiscal recovery,

Central Fleet :

The Central Fleet Program is operated and cost recovered for two categories of vehicle usage, pool (short-
term rental) and assigned vehicles (long-term leases), each consisting of a fleet of vehicles for State
employees to use for work-related travel. Operations of the Central Fleet Program are authorized under s.
16.04, Wis. Stats., which prescribes the guidelines for acquisition and use of State fleet vehicles as well as
other fleet maintenance and operations policies and procedures. The poo} vehicle charge is comprised of a
fixed daily rate with a variable mileage add-on, with the first fifty miles free per day for each vehicle rented,
ranging in cost by vehicle type; and the assigned vehicle charge is comprised of a fixed monthly rate with
a variable mileage add-on, with mileage and monthly increases of $0.02 per mile and $18.00 per month,
tespectively, for over 2,000 miles, The pool and assigned vehicle rate schedules were last modified in FY
2011-12.

While fairly stable prior to the COVID-19 pandemic, the Central Fleet Program has been impacted by the
decline in ability and need of State employees to use the State fleet for fravel during the pandemic, as
illustrated by the fleet mileage information from CY 2017 through October of 2021 contained in Table 6.
The CY 2019 vehicie mileage for the central fleet program was 19.2 million miles, and in CY 2020 vehicle
mileage declined to 11,4 million miles. As illustrated in Table 5, while the Central Fleet has (historically)
and continues to provide positive support to the appropriation through the support of assets and equipment,
as well has temporarily increased net gains through declines in expenditures as a result of delayed vehicle
buys due to national supply chain disraptions in FY 2020-21, revenues have declined during the COVID-
19 pandentic.

The Central Fleet Program fiscal position is as follows: the ending balance of FY 2017-18 was equal to an
gpproximate $7,150,767, including a net gain of $305,576 and the support of §14,696,229 equal to
equipment and other intangible assets excluding accounts receivables, The ending balance of FY 2018-19
was equal to an approximate $7,352,479, including a net gain of $201,712 and the support of $12,821,522
equal to equipment and other intangible assets excluding accounts receivables. The ending balance of FY
2019-20 was equal to an approximate $7,110,936, including a net loss of $(118,572) and the suppott of
$15,837,281, equal to equipment and other intangible assets net of master lease obligations excluding
accounts receivables, The ending balance of FY 2020-21 was egual to an approximate $6,389,435,
including a net loss of $(844,471) and the support of $13,290,277 equal to equipment and other intangible
assets net of master lease obligations excluding accounts receivables,

The structure, fleet size, and rate schedules for central fleet are’ currently under evaluation, due to the change
in the landscape of consumption with the occutrence and impact of the COVID-19 pandemic on State
employee travel needs.

Enterptive Blest

The State Enterptise Fleet Management (“EFM*) operates the EFM System for State and University of
Wisconsin employees for vehicle registration, mileage reporting, and for access to State fleet policies and
procedures. Operations of EFM are also authorized under s. 16.04, Wis. Stats., which prescribes fleet
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manager assignment requirements and enterprise fleet management practices. The Department charges
agencies for recovery for BFM service expenditures, utilizing the number of vehicles owned by each agency
to determine the number of vehicles assessed under each. The set amount assessed per vehicle is determined
based upon cost recovery for expenditures, and although the rate has been recently historically static at $50
per vehicle, it hias and will be modified to reflect changes in costs for operation, such as for the development
of the EFM System as experlenced in FY 2019-20 (as increased to $73 per vehicle resulting in a
corresponding increase in FY 2019-20 enterprise fleet revenues as contained in Table 5). Table 6 contains
the qumber of vehicles that have been allocated by agency on an annual basis as invoiced with the annual
Department’s Enterprise Assesstnents, and with the mentioned rate per vehicle cost allocation process, has
accounted for the fluctuation in revenues since FY 2017-18.

The BFM’s ending balance of BY 2017-18 was equal to an approximate $58,417, including a net loss of
$(27,980). The ending balance of FY 2018-19 was equal to an approximate $(156,988), including a net toss
of ${215,405). The ending balance of FY 2019-20 was equal to an approximate $50,281, including a net
gain of $207,269. The ending balance of FY 2020-21 was equal to an approximate $256,543, including a
net gain of $206,262.

ERM has maintained a positive position, with net annual gains beginning in FY 2019-20 driven primarily
by a reduction in expenditures from the finalization of the initial development of the EFM system and the
per vehicle recovery rate net of expenditures. The Department will continue its practice of performing an
annual evaluation of the rate per vehicle charge to ensure that any potential over- or under-collection for
EFM operations is mitigated, while also attempting to smooth annual cost fluctoations due to one-time
over- or under-expenditures,

Wikconsin Alr Service:

Wisconsin Air Services (“WAS”) is operated and maintained for State and University of ‘Wisconsin officials
and employees as a transport option for public service delivery and State operations, WAS also maintains
the State's fleet of work aircraft for law enforcement, fire protection, and resource management for the
Department of Natural Resources (“DNRY) and the Department of Transportation (“DOT”). The
Department’s acquisition and management of State aircrafl is authorized under s. 16.04, which preseribes
the Department’s responsibility under s. 16.04 (4) for providing central “scheduling and dispatching of ait
air-transportation and state-owned aircraft.”

The charged rate for fransportation planes is calculated by statute mile distance from departure fo
destination, plus an hourly charge for WAS pilots and transportation crew to wait for passengers to make
return flights. Bxpenses may also include airport landing and facility charges, hotels, ground transportation
and mesls for the WAS crew, The rates for leased work aircraft were charged based upon the class of
aircraft at a per flight hour basis prior to FY 2021-22, which were last-revised in FY 2015-16 using this
now sug-setted methodology.

The negative financial position of WAS has continued to grow over time, due primarily to the lack of
recovery of the depreciable values of the flect of airceaft owned by the Department, and as accelerated by
a reduction in teansport flights during the COVID-19 pandemic,

Table 6 illustrates the decrease in WAS passenger plane flight houts, from 867 hows in CY 2019 to 440
Tours in CY 2020, and the relatively consistent level of annual flight hours of leased aircraft throughout the
past five years for DNR and DOT. Table 5 illustrates the overall decline in WAS revenues from FY 2018-
19 to FY 2020-21 of $633,143, which is accompanied by a decline in expenditures of $599,178 during that
same timeframe, due ptimarily to a decline in aircraft operations and maintenance costs.
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The WAS balance of FY 2017-18 was equal to an approximate ${4,609,745), including a netloss of
$(551,563) and the support of $14,393,918 equal to equipment and other intangible assets excluding
accounts receivables. The ending balance of FY 2018-19 was equal to an approximate $(5,301,889),
including a net loss of $(692,144) and the support of $14,545,138 equal to equipment and other intangible
assets excluding accounts receivables. The ending balance of FY 2019-20 was equal to an approximate
$(6,045,178), including a net toss of $(743,289) and the support of $14,301,360 equal to equipment and
other intangible assets excluding accounts receivables. The ending balance of FY 2020-21 was equal to an
approximate $(6,980,284), including a net loss of $(935,107) and the support of $14,146,267 equal to
equipment and other intangible assets excluding accounts receivables.

As a resuli of the growing negative position of WAS and the dependency on afrcraft use to partially recover
aireraft costs, as ajroraft may not be flown for periods of time and with depreciation thus remaining
unrecovered, the Department evaluated the work aircraft cost recovery methodology. The ultimate goal of
this recovery analysis was to identify a fair and reasonable method to raitigate the net loss contributing to
the WAS negative position.

Resulting from this analysis, the Department determined that through correlating recovery to actual annual
operating expenditares, it would improve the overall status of the appropriation while fairly attributing costs
to those agencies leasing work aircraft. As such, the depreciable value of the work aircraft as of FY 2021-
22 are now being charged using an annual assessment methodology, which uses a two-year cost recovery
model inclusive of all depreciation of existing plane engines’ remaining values, 20% of the hulls’ remaining
values, romaining values of any other components of the airoraft determined to be depreciable per
Wisconsin Accounting Manual Section 16-03, such as propellers, and any master lease interest if financing
is used,

In addition o the recovery of the depreciable aircraft values over a two-year period, opetational costs, either
attributable to each aircraft or allocated proportionately across the fleet, are recovered for on an amual
basis while those planes remain in operation until replacement. Operational costs result from BEF work
atrcraft fleet management, such as BEF staff, maintenance costs, and administrative costs. The operational
costs are tecovered for through an annual assessment based upon estimated annval expenditures, which dre
trued up in the subsequent fiscal year based upon any over- or under-expenditure. In addition to the work
airceaft solution, the Department is continuing to evaluate the transport aircraft consumption as the impacts
of the COVID-19 pandemic are lessened and new utilization trends are understood.

State Records Center
Pursuant to 5. 16,61, Wis. Stats., Recotds of state offices and other public records, the Public Records

Board, attached to and administered by the Depariment, provides management, security and maintenance,
storage/retrieval, records policy development/administration, and disposition, for records management for
State agencies, Services are provided by BEF's State Records Center (“SRC™). State agencies are required
to hold an approved Records Disposition Authorization (“RDA”) for records they wish to store. A cutrent
RDA (less than 10 yeats old) for the agency's records st be approved by the Public Records Board.

The costs to operate SRC include: SRC personnel; the rental space for storage; operating supplies and
services, such as bing and boxes for storage; and other administrative expenditures, To recover for these
costs, SRC charges for monthly box and file storage services set at various rates by category {(e.g., reels,
electronic media cases, etc.) and for records service requests, such as for checking out boxes/cases at a per-
box rate.

Overall, the annual volume of storage and service requests have trended downward over the past five years.
As seen in Table 6, the consumption of records center services and storage have declined since CY 2016-
17, with & (55.8%) and (7.1%) decline in service request counts and box storage item counts, respectively,
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from CY 2016-17 to CY 2020-21. As contained in Table 5, collected revenues have declined (19.3%),
expenditures, while having flactuated, have overall declined by (7.3%) over that same petiod, and SRC
operated at a net loss of $(284,748) in FY 2020-21.

The decline in expenditures in FY 2020-21 is a result of temporary position vacancies, and expenditures
are anticipated to return to FY 2019-20 levels and remain stable. The decline in revenues from service
requests are attributable to the overall change in the landscape of records services and management due to
technology and process changes, resulting in less physical storage and document retrieval needs and greater
use of other electronic document storage and management systems. This trend has been accelerated by the
COVID-19 pandemic and employee remote work and has caused for a reduction in the number of service
requests, Further, one of the largest SRC consumers, the University of Wisconsin Hogpitals and Clinics
(“UWHC™), has significantly reduced consumption; the reduction in service requests received from UWHC
has declined from an average of 111 daily requests in FY 2009-10 to 6 average daily requests in FY 2019-
20.

The overall negative position is due to the aforementioned net annual loss of operational revenues and
decline in the support of equipment and intangible assets as follows: the ending balance of FY 2017-18 was
equal to an approximate $689,051, including a net loss of $(246,038) and the support of $164,271 equal to
equipment and other intangible assets excluding accounts recejvables, The ending balance of FY 2018-19
was equal to an approximate $309,766, including a net loss of $(379,285) and the support of $152,662 equal
to equipment and other intangible assets excluding accounts receivables, The ending balance of FY 2015-
20 was equal to an approximate $(51,120), including & net loss of $(360,886) and the support of $116,192
equal to equipment and other intangible assets excluding accounts receivables. The ending balance of FY
2020-21 was equal to an approximate $(335,868), including a net loss of $(284,748) and the support of
$89,423 equal to equipment and ofher intengible assets exchuding accounts receivables.

The Department had not modified SRC service and storage rates since FY 2014-15, and thus an analysis
was undertaken in FY 2020-21 to determine if a potential adjustment was needed to account for this under-
recovery. Resulting from this analysis and to address the unsupported status and recover operational costs,
the Department modified rates in FY 2020-21; the basis of the update was a proportionate 40% increase to
all service and storage rates to fully recover the SRC’s annual operating costs.

Further, a process for setting and reviewing certain Departmental rates was developed, using records
services as the pilot, fo allow for recurring rate reviews to standardize the process to regularly change rate
schedules to ensure that over or under recovery occutrences are able to be addressed on a standing basis.
The Department set a two-year schedule for SRC rates, which wil} allow for rates to maintain responsivity
for uncertain consumption in the current and post-COVID-19 pandemic landscape. In addition, a new rate
was developed in FY 2020-21 and set for the beginning of FY 2021-22 for BEF staff time and supplies and
services costs for the witnessed destruction of paper records, previously for which was unrecovered. The
Department will continue to evaluate the aforementioned changing landscape in the usage of physical
storage in order to be responsive to the changing service needs of State agencies and enfities.

Miil Transportation-Setviees

Mail transportation services is comprised of the Mail Unit that sorts incoming United States Postal Service
(“USPS”) and State Agency Inter-D meil and distributes to agencies throughout the city. The Inter-D Mail
unit and the University of Wisconsin-Madison (“UW-Madison”) programs interface for the transfer of mail
and materials between the two entities. The UW-Madison is & separate organization and maintains their
own Inter-D mail unit, servicing most UW-Madison facilities, The Inter-D system also connects with
certain Jocal and governmental systems to provide a wide network of hard copy communications and
material transfers, Mail fransportation operations are cost recovered through an aanu al transfer of revenues

from Appropriations 53100 and 12600 (under s. 20,505 (1) (kL), Wis. Stats., Printing, mail, communication,
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document sales, and information technology services; state agencles; veterans services.) in an amount equal
to the annual expenditures, split currently at 54% and 46%, respectively. As such, the program position for
this operation at year-end is $0.

TABLE 5
Transportation and Records Program Cash Balance
: 2017-18 2018-19 201920 2020-21

Bepinning Balance! $(26,168,301)  §(27,253,420) §(26,815,661) $ (30,336,485)
Plus Collected Revenue;

Air Services $ 1525828 § 1,314,100 § 1,057,181 $ 680,957

Central Flest 9,683,043 9,653,791 8,840,310 7,395,812

Document Sales? 63,874 128,076 226,133 0

Enterprise Flect 452,534 387,131 582,099 361,059

Mail Transportation 690,787 504,812 558416 577,448

Records Center 1215219 1220611 . .1,128814 580,288
Total Collected Revenue $ 13,631,286 § 13,208,521 § 12,434,052 $ 9,995,603
Less: Expenses 14716406 12.770.761 _15.954 883 _ 9.193.982
Closed Balance Continuing  $.27.253.420} §(26815,661) 230,336,491} 29,534,864
Accounts Receivable § 17255003 & 1315024 § 1,070,823 § 1,255,583
Equipment, Vehicles,
Airplanes, Intangible Assets® 29,254,418 27519321 30254833 27,8491 12
Ending Program Position §1256001 § 2015684 8. ORO165 R (830,170)

1Beginning Balanca in FY 2020-21 includes a prior year adjustment for collected revenue of $6 resulting in the change in beginning
balance in FY 2020-21 from closed balance contlnuing in FY 2019-20.

Pgeument Ssles and is batance were transferred to Appropriation 12600 In FY 201%-20.
3Equipraent and assets ars calculated at net vook valus (NBV) less master lease obligations.

TABLE 6
Fleet Operations Statistics
Program Metric _ 2017 2018 2019 2020 | 2021
Ceniral Fleet Vehiole Mileage 19,846,784 | 19,581,180 | 19,271,975 | 11,396,499 | 10,28 1,981
" | Vehicle Count .. 1497 1,562 1536 1,606 1,449
Records Center | Service Reguests 28,289 28,935 22,435 17,372 12,513
Count
Box Storage Iterns 3,619,141 | 3,614,066 | 3,561,090 3,464,643 3,363,423
Count
File Storage Items 1,052,998 | 1,123,191 1 1,022,042 978,053 047,828
Count . _
Alr Services Flight Hours - 910 987 867 440 504
Transport . )
Flight Hours — Wark 2,942 3,163 2,870 2,704 2,804 |
Aireraft Count ~ 4 4 4 4 4
Transport
‘Alroraft Count - 15 15 15 14 14
Work
Enterprise Fleet | Vehicle Count 6,325 6,128 | 6,267 6,369 § 6,374 |

Note: Information is ptavided on a CY Basls, with 2021 including information through Gctober.
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Appropriation 13800 was created under 2007 Wisconsin Act 20 (the 2007-09 Biennial Budget) for the
development of an integrated business information system (“IBIS”). The Department of Admindstration
was authorized to implement and maintain the system pursuant to s, 16.971 (2) {cf), Wis. Stats.

PeopleSoft Bnterprise Resource Planning (“PeopleSoft”) software was selected for the IBIS project in 2006
and purchased from Oracle Corporation with financing provided through the State’s master lease program.,
Semi-annual master lease payments were scheduled through FY 2012-13.

The implementation of IBIS was put on hold in April 2008; nonetheless, antual maintenance payments for
the PeopleSoft software continued to be made by the IBIS Development approptiation throngh FY 2010-
11, at which time they were suspended to give the Administration an opportunity to review options for
moving forward with an Enterprise Resource Planning (ERF} system.

In FY 2012-13, the Administration announced the State Transforming Agency Resources (“STAR™) Project
to implement a State ERP system. Software licenses, hardware and support purchases totaling $17,069,720
were made using financing provided by the State’s master lease program and, and as of June 30, 2013, the
overdraf in the IBIS Development appropriation, which was renamed the ERP appropriation by 2013
Wisconsin Act 20 (the 2013-15 Biennial Budget), was $(15,323,739). Of that amount, $(15,007,022) was
attributable to IBIS; $6,879,998 was supported by PeopleSoft software purchased in 2006, for which no
master lease obligations remained; and $(8,443,741) was unsupported.

In FY 2013-14, the Depariment made the decision to purchase new software for the STAR Project at a cost
of $10,000,000, rather than incur a greater expense to upgrade the existing soffware. As a result, the
previously purchased software, with a net book value of $6.9 million, became obsolete and was written off.
The Department incurred personnel and professional services costs and purchased other licenge, hardware
and support purchases at a total cost of $22,920,186, of which $19,523,510 was financed vsing the State’s
master lease program. The Department also made master lease principal and interest payments totaling
$1,909,396. The June 30, 2014, appropriation balance was $(20,629,813). Of that amount $4,125,152 was
supported by the value of equipment, software and intangible assets in excess of master lease obligations,
and $(16,504,661) was usupporied, .

In FY 2014-15, the Department incurred $47,505,392 of personnel and other supplies and services costs.
$37,712,118 of that amount Wwas financed by the State’s master lease program and $9,796,274 was paid
from the BERP appropriation, The Depariment also made master lease principal and interest payments of
$2,286,836 and §1,555,958, respectively. The June 30, 2015, appropriation overdraft was $(34,268,881),
of which $8,760,254 was supported by the value of equipment, software and intangible assets in excess of
master lease obligations, and $(25,508,627) was unisupported.

In FY 2015-16, the Department incurred $30,201,647 of costs related to the development of the STAR
System. $14,577,530 of that amount was financed by the State’s master lease program and $15,624,117
was paid directly from the ERP appropriation. In addition, the Department repaid $4,588,958 of master
lease principal and $2,749,995 of intetest. :

The Department implemented the STAR Operations and Maintenance Assessment in FY 2015-16,
pssessing agencies $9,064,869 for estimated post-implementation maintenance and operations costs. The
Tune 30, 2016, appropriation overdraft of $(55,911,711) was supported by the net book value of equipment,
software and intangible assets in excess of master lease obligations of $17,833,546; accounts receivable of
$7,636,103; and $(30,442,062) was unsupported.
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In FY 201617, the Department expended $18,683,002 for personnel and other supplies and services costs:
$5,888,412 was for continued development activities; and $12,794,590 was for ongoing maintenance and
operations expenses. The State’s master lease program financed $2,769,666 of the expenditures while
$15,913,336 was paid directly from the ERP apptoptiation. Additionally, the Department repaid $5,867,033
of master lease principal and $3,203,122 of interest.

The FY 2016-17 STAR Operations and Maintenance Assessment was $15,932,268 and recovered FY 2016-
17 estimated operations and maintenance costs and a true up of $1,913,568 for the amount by which prior
year actual expenditures exceeded estimates, The June 30, 2017, appropriation overdraft of $(65,419,352)
was supported by equipment, software and intangible assets in excess of master lease obligations of
$21,399,531; accounts receivable of $8,159,093; and $(35,860,628) was unsupported. ~

In FY 2017-18, the Department expended $16,631,954 for personnel and other supplies and services costs:
$2,691,250 was for continued development activities; and $13,940,704 was for ongoing maintenance and
operations expenscs. Additionally, the Department repaid $6,160,%13 of master lease principal and
$3,181,722 of intetest. ‘

The FY 2017-18 STAR Operations and Maintenance Assessment was $11,807,529 and recovered FY 2017-
18 estimated operations and maintenance costs and a true up of $(1,255,710) for the amount by which prior
year estimated expenditures exceeded actuals, The Department also assessed state agencies for STAR
Project costs for the first time in FY 2017-18, with the FY 2017-18 amount of $4,357,895 calculated as
60% of the arhual amount necessary to fally recover project and financing costs incurred in its development
over a period of nineteen (19) years, The June 30, 2018, appropriation overdraft of $(67,387,015) was
supported by the net book value of equipmeni, software and intangible assets in excess of master lease
obligations of $22,241,715; accounts receivable of $317,592; and $(44,827,708) was unsupported,

In FY 2018-19, the Department expended $14,206,498 for personnel and other supplies and services costs:
$1,601,201 was for continued development activities; and $12,605,297 was for ongoing maintenance and
operations expenses. Additionally, the Department repaid $6,163.559 of master lease principal and
$2,893,227 of interest. .

The 'Y 2018-19 STAR Operations and Maintenance Assessment was $17,385,548 and recovered I'Y 201 8-
19 estimated operations and maintenance costs and a true up of $851,835 for the amount by which prior
year actual expenditures exceeded estimates. The Department also assessed state agencies for STAR Project
costs in an amount of $5,810,527 calculated as 80% of the annual amount necessary to fully récover project
and financing costs incurred in its development over a period of nineteen (19) years. The Fune 30, 2019,
appropriation overdraft of $(67,819,998) was supposted by the net book value of equipment, soflware and
intangible assets in excess of master lease obligations of $20,932,691; accounts receivable of $635,983;
and $(46,251,324) was unsupported.

In FY 2019-20, the Department expended $15,773,031 for pefsonnel and other supplies and services costs!
$1,566,601 was for continued development activities; and $14,206,430 was for maintenance and operations,
Additionally, the Department tepaid $6,123,215 of master lease principal and $2,605,780 of interest,

The FY 2018-20 STAR Operations and Maintenance Assessment was $14,424,100 and recovered FY 2019-
20 estimated operations and maintenance costs and a true up of $(3,167,843) for the amount by which prior
year actual expenditures exceeded estimates. The Department also asgessed state agencies for STAR Project
costs in an amount of $7,310,540, calculated as 100% of the annual amount necessary to fully recover
project and financing costs incurred in its development over a period of nineteen (19} vears plus $47,382
to correct for a prior year assessment error. The Department also assessed state agencies for IBIS Project
costs in one-time amount of $5,547,624, with the balance to be collected over the remaining period of the
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STAR Development Assessment, The June 30, 2020, appropdation overdraft of $(68,046,106) was
supported by the net book value of equipment, sofiware and intangible assets in ‘excess of master lease
obligations of $20,326,311 accounts receivable of $474,487; and $(47,245,308) was unsupported,

In FY 2020-21, the Department expended §16,866,892 for personnet and other supplies and services costs,
of which $1,209,473 was for development activities, $14,806,929 was for maintenance and opetations, and
$850,491 was for the operation of the STAR Comerstone learning management system. The Department
also paid $5,878,086 and $2,605,780 of master lease principal and interest, respectively.

The FY 2020-21 STAR Operations and Maintenance Assessment recovered estimated STAR operations
and maintenance and STAR Cornerstone costs for the period of $14,556,367 and $851,430, respectively,
and provided a true up of $(434,222) for the amount by which prior year actual expenditures exceeded
estimates. The FY 2020-21 STAR Development Assessment recovered STAR Project costs in the amount
of $7,263,158, caleulated as 100% of the annual amount necessary to fully recover project and financing
costs incurred in its development over a period of nineteen (19) yeats. And the FY 2020-21 IBIS
Assessment recovered $591,212, caleulated as 100% of the annual amount necessary to fully recover the
balance remaining over the sixteen (16) year period that coincides with the STAR Development
Assessment, The June 30, 2021, appropriation overdraft of $(70,014,888) was supported by the net book
valae of equipment, software and intangible assets in excess of master lease obligations of $22,775,164,
accounts receivable of $199,313; and $(47,040,412) was unsupported.

The Department will continue to annually assess state agencies in an amount necessary to operate and
maintain its enterprise resource planning system and to fully collect project and financing costs incurred in
its development over a period of nineteen (19) years. The Department wiil also continue to assess siate
agencies $591,212 annually for the previously unrecovered costs associated with IBIS,

Wisconsin Constitational amendments made charitable bingo games legal in 1973 and raffles in 1977, The
Office of Charitable Gaming in the Department’s Division of Gaming (“Gaming”) is responsible for
administration of bingo and raffie operations under Chapter 563, Wis. Stats. Section 20.505 (8) (jm), Wis.
Stats., General program operations; raffles and bingo, provides for general program operations relating to
bingo and all moneys received by the Department under ss: 563.055, 563.13 (4), 563.135, 563.16, 563.22
(2) and 563.80, Wis. Stats,, are credited to that appropriation. The unencumbered balance of the
appropriation at fiscal year-end is transferred to the lottery fund as tequired by a 1999 constitutional
amendment. Section 20.505 (8) (§), General program operations; raffles, provides for the general program
operation for raffles, with all moneys received by the Department under ss. 563,92 (2) and 563.98 (1g),
Wis. Stats., credited to that appropriation.

As enacted in the 2021 Wisconsin Act 58 (2021-23 Biennial Budget), ss. 20.505 (8) () and 20.505 (8) (jm)
were consolidated and renurbered as s, 20.505 (8) (jn), Wis. Stats,, General program operations; raffles
and bingo. This new appropriation structure supports both ratfle and bingo and allows for the transfer of
budgetary authority between the two programs and their unique appropriation numerics.

Religious, charitable, service, fraternal, and veterans’ organizations, as well as any organizations for which
contributions are deductible for State and federal income tax purposes, may be licensed to operate bingo-
playing sessions in Wisconsin, Except for community-based residential facilities, community centers fot
senor citizens, and adult family homes, eligible organizations must have been in existence for at least three
years, have established funding soutces, and at least 15 members,



DocuSlgn Envelope 10: 5F620988-E019-4017-8D6C-88CER108ABCE

December 17, 2021
Page 15

Bingo licenses are granted for one-year periods. A regular license atlows an organization to hold an
unlimited number of bingo occasions in the licensed year and requires that the price of any playing card
does not exceed $1.00. A limited-period license allows bingo sessions to be conducted during no more than
four of five consecutive days once per year. Organizations obtaining limited-period licenses may not charge
admission bul may charge up to $1.00 per bingo card. The maximum prize value allowable for a single
bingo game Is $500, and the total prize value for any playing occasion may not exceed $2,500. Prior to
2005, the maxirmum amount of prizes that could be paid out per bingo occasion was $1,000. In addition,
organizations may conduct progressive jackpot bingo, in which the prize is carried over to a succesding
game if no player wins. The starting prize must bé either a specified amount that does not exceed $500 or
50 percent (50%) of the card sales for the first game.

Bingo license fees are $10 for each bingo occasion and $5 annually for the member responsible for handling
gross bingo receipts, except for community-based residential facilities, senior citizen centers, and adult
family homes, which pay a one-time $5 license fee. These fees have remained unchanged since 1973, when
bingo laws were first written, Licensed organizations also pay one percent (1.0%) tax on the fimst $30,000
in gross receipts, and two percent (2,0%) on all gross receipts that exceed $30,000 paid semi-annuaily based
on the Ticense year, Prior to 1999, the tax was a flat two percent (2%) on gross receipts. Suppliers of bingo
equipment are also required to be licensed and pay an annual fee of $25 and a supplementary feo ranging
from $10 1o $1,000, based on gross annual bingo supply sales.

Raffle licenses may be obtained by the same types of orpanizations eligible to obtain bingo licenses,
although the organizations are requited to have been in operation for only one year, A $25 amnual license
fee allows an organjzation to conduct up to 365 raffles and one calendar raffle, which is a raffle in which
multiple drawings are made on specified dates, Raffle licenses may be either Class A, which allow tickets
to be sold before the day of the drawing with winners not needing to attend the drawing, or Class B, in
which the tickets must be sold or delivered on the same day as the drawing and winners are generally
required to attend the drawing.

Table 7 below shows the number of bingo and raffie licenses and amount of license fees and tax for final
CY 2020 and as estimated for CY 2021, as compared to prior CYs.

TABLEY7
Charitable Gaming Licenses, Fees and Tax

Ccy2e07 CY2017 CY2018 CY2019 CY2026 CY 2021!

Bingo Licenses (#) 514 371 356 370 139 248
Bingo Licensc Fees  $168,263 $109425 '§107,078 $100,883 § 47,052 § 52,300
Bingo Tax 382262 216857 194092 175556 _ 106,688 64,900
Bingo Revenue §550.555 $326982 §301470 3276439 15374 0 §.117200
Raffle Licenses (#) 8,066 11,014 11,368 11,700 10,760 11,165

Raffle License Fees §o01650 £975350 $296700 §292.500 526900 70125

Source: Charltable Gaming System, Department of Administration, Ivision of Gaming
! Bstimated,

The data {llustrates a lengthy trend of decreasing bingo licenses, fee, and tax revenues, and increasing raffle
licenses and fee revenues, which is consistent with the revenue experience, as measured on the fiscal year
basis, in the State’s accounting system. COVID-19 has dramatically impacted CY 2020 through CY 2021
chatitable operations. Both raffle and bingo evenis center around the gathering of people, and due to the
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COVID-19 pandemic and public health orders and guidelines, many licensees and bingo occasions have been
required to be cancelled; these cancellations will continue while the COVID-19 pandemic persists. In
addition, many licensees are defetring their license renewals and many organizations are waiting uatil public
health requitements and guidelines are lifted before obtaining licenses for raffle events.

As of CY 2021 (estimated using current CY 2021 trends) and as illustrated in Table 7, the number of bingo
licensees, while still Jower than pre-COVID-19 pandemic levels, are beginning to increase. It should be noted
that although bingo operations are experiencing a gradual return to pre-COVID-19 pandemic participation,
due to the typical timing difference between events and the reception of tax revenues (i.e., in CY 2021 tax
revennes were generally received from bingo activities conducted in CY 2020}, 2 teturn to pre~COVID-19
pandemic revenues is not anticipated to materalize until CY 2023.

Table & below contains revenues, expenditures, and lottery find transfers for the bingo appropriation (s.
20.505 (8) (jm)), which ended FY 2020-21 with a closing balance of $(228,887); and Table 9 indicates
revenues, expenditures, and lapses to the general fund for the raffle appropdation (s. 20,503 (8) (1)), which
ended FY 2020-2] with a closing balance of $91,692, Both tables provide unliquidated encumbrances and
Chapter 20 expenditure authority for comparison purposes.

TABLE 8
Bingo Cash Balance, Expenditure Authority

2016-17 2017-18 2018-19 2015-20 2020-21

Beginning Balance 3 448  § 3 % 19 $(32,516)  §(50,644)
Plus: Collected Revenve $ 342,811 $ 312,157 § 271,822 § 268,577 § 89,881
Less: Expenses 310,656 312,141 304.357 274,120 268,124
Subtotal $ 32603 3% 0 $(32,516) $(38,05%) $(228,887)
Less: Transfer to Lottery Fund 32,600 0 _ g . Q9 0
Closed Balance Continuing 3 308 19 S2516) S(8059) H22B887)
Unliquidated Encumbrances $ 6 $ 9 % 339§ 0 3 0

Chapter 20 Expenditure Authority  § 347,000 § 346,900 § 341,300 8§ 350,100  § 350,900

! Baginning Balance in FY 2020-21 includes a prior year adjustment for collected revenue of ($12,585) resulting in
the change in Beginning Balance in FY 2020-21 from Closed Balence Continuing in FY 2019-20.

TABLE S
Raffle Cash Balance, Expenditure Authority

2016-17 2617-18 2018-19 2019-20 2020-21

Beginning Balance § 51,350 § 62,005 § 96313 § 117985 § 119413
Phas: Collected Revenue $ 272,805 § 294,164 § 305572 5 291,828 § 275,579
Less: Expenses 233,058 259856 283,900 290,400 303,300
Subtotal $ 91,097 § 96313 & 117985 § 119,413 § 91,692
Less: Lapse to general fund' 25.092 4] 0 0 R
Closed Balance Confinuing § 62005 -§ 96313 §.117985 £.119413 § 91692
Unliquidated Encumbrances b 0 3 17 % 339 % 0 % 0

Chapter 20 Expenditure Authority $ 280,700 $ 280,300 $ 284,300 § 290,400 3§ 251,100
1 ACT 20 § 9252 Lapss
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Gaming has previously undertaken efforts to ensure costs of its Chariteble Gaming Office are properly
atfributed to each of its charitable activities, tesulting in decreased bingo expenses and increased raffle
expenses each year for the last four years, (ref. Tables 8 and 9},

The Division initiated a time study in Spring FY 2019-20 to refine the estimated costs assignable to each
gaming appropriation based on current licensing trends and technology resourees. The results of the study
informed the Depattment’s plan to accurately distribute the authorization of positions by the operational
responsibilities performed. This resulted in initiatives proposed under the Department’s 2021-23 Agency
Biennial Budget submission, which were successfully approved and enacted under 2021 Wisconsin Act 58,
The first initiative was to correct the funding mismatch (net 0.00 PR-8 FTE change), which resulted in a
reduction of (2.15) PR-S FTE under bingo, an increase of 1,35 PR-S FTE under raffle, and an increase of
0.80 PR-8 FTE under Indian Gaming {s. 20.505 (8) (h), Wis. Stats., General program operations; Indian
gaming), The second initiative was the consolidation of the bingo and raffle appropriations under s. 20.505
(8) (jn). This change will allow the Department greater flexibility to utilize the fee and tax revenues
associated with charitable gaming and allow for tnore effective financial management for the administration
and regulation of these programs. In addition to these recent enacted solutions, the Department will continue
to evaluate opportunities to address the corrent overdraft now under s, 20,505 (8) (jn).

Appropriation 16000 - Information Technology Investment:Fund - Special Profect

In FY 1996-97, General Fund appropriation 8. 20.505 (1} (ke), Wis. Stats., Telecommunications and data
processing, in the former Division of Technology Management, loaned $3,957,000 to the Information
Technology Investment Fund (“ITIF”) under s, 20.870, to provide granis to agencies for information
technology projects. A total of $3,668,676 of grants was made from the ITTF, net of unspent grant funds.
No expenditures have been made from the appropriation since then. Since its inception in FY 1996-97, the
Department has made annual payments of varying amounts to reduce the loan obligation. At the end of FY
2020-21, the appropristion reported an unsupported overdraft of $(2,513,948). The Depattment will
contimie fo consider various sources of revenue to apply to the overdraft and to make payments towards its
reducton,

Thank you fot your consideration of the Department’s plan. Should jmu have any questions ar require
additional information, please feel free to contact me at 266-1359.

Ce:  Jana Steinmetz, Administrator, Division of Enterprise Operations



